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FEDERAL TRADE COMMISSION
Frederick J. Zirkel, CPA, has been appointed the first Inspector General of the FTC.
FTC Chairman Daniel Oliver announced. The Inspector General position was created
by legislation passed by the Congress last year and is responsible for conducting
and supervising audits and investigations relating to agency programs and
operations.
The Inspector General is also responsible for promoting economy,
efficiency, and effectiveness in the administration of agency programs, as well
as for preventing and detecting fraud and abuse in agency activities. Mr. Zirkel
has served as the FTC's Director of the Division of Budget and Finance since
1982. From 1976-1982, he was Deputy Comptroller for the Civil Aeronautics Board.
Prior to that, Mr. Zirkel was Vice President of MACRO Systems, Inc. He has been
a member of the AICPA since 1972.

SECURITIES AND EXCHANGE COMMISSION
Comments are due 9/25/89 on the concept release issued last week by the SEC about
whether the level of involvement of the independent financial accountant with
interim financial information should be increased
(see the 6/27/89 Fed. Reg.,
pp. 27023-30 and the 6/26/89 Wash. Rpt.).
Comments are specifically requested
about whether independent accountants should review interim financial data before
it is filed with the SEC, and, if so, whether a report issued by the independent
accountant upon completion of the review should be included by the registrant in
its Form 10-Q.
The SEC approved issuance of the release at a 10/25/88 open
meeting (see the 10/31/88 Wash. Rpt.) .
The SEC said at that time that the
release was being issued in response to a recommendation by the National
Commission on Fraudulent Financial Reporting that the SEC should require
independent accountants to review quarterly financial data of all public
companies on a timely basis and before the information is filed with the SEC.
For further information after reading the release, contact Jack Parsons or Robert
Burns at the SEC at 202/272-2130.

TREASURY, DEPARTMENT OF
A revenue procedure that will apply to changes in method of accounting for the
treatment of ceding commissions paid under indemnity reinsurance agreements will
be issued, the IRS said in Announcement 89-89.
The new revenue procedure will
comply with the principles of Revenue Ruling 82-69 and the U.S. Supreme Court
decision in Colonial American Life Insurance Co. v. Commissioner. Revenue Ruling
82-69 required ceding commissions to be treated as a deferred expense and to be
amortized over the period covered by the agreement.
The Colonial American case
holds, the IRS said, that ceding commissions are capital expenditures to be
amortized over the anticipated life of the reinsurance agreement rather than
current expenses to be deducted in the year paid or incurred.
The IRS said the
Supreme Court concluded that ceding commissions represent an investment in the
future income stream of the reinsured policies and, as such, must be treated in
the same manner as commissions involved in assumption reinsurance, which must be
capitalized. The Service said the revenue procedure to be issued will extend the
time period for an insurance company to file an application on Form 3115 to
change its method of accounting for ceding commissions for the tax year that
includes 6/15/89.
The IRS said the revenue procedure will specify the manner in
which the Form 3115 is to be filed and will require that it be filed on or before
the due date of an insurance company's Federal income tax return for the year of
change.
The revenue procedure will also prescribe limitations, terms, and
conditions
for effecting
the
accounting method change, including those
adjustments necessary to prevent the duplication or omission of items includible
in gross income or deductions.
Announcement 89-89 is scheduled to be published
in Internal Revenue Bulletin 1989-29, dated 7/17/89.
For further information
after reading the announcement, contact Gary Geisler at the IRS at 202/566-6456.
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TREASURY, DEPARTMENT OF
New

procedures concerning taxpayers who may owe
delinquent taxes are being
implemented as a result of the Taxpayer Bill of Rights, the IRS announced.
The
following provisions of the new law, which was enacted in 1988, are effective
7/1/89:
1) The time period between the notice of IRS' intent to levy and the
issuance of a levy is extended from 10 days to 30 days. If the tax liability is
still outstanding at the end of the 30 days or has not been resolved by an
installment agreement or other means, the IRS will issue a levy without giving
further notice;
2) There is a new 21-day holding period between the date a bank
receives from the IRS a notice of levy on a taxpayer's account and the date the
bank is required to send the money to the IRS to pay the taxpayer's delinquent
taxes; 3) New, higher limits apply to property exempt from levy; and 4) Taxpayers
have the right to sue for actual economic damages if the IRS negligently fails
properly to release a Federal tax lien.
And, effective 7/7/89 taxpayers will
have the right to appeal the filing of a notice of a tax lien if they believe it
was erroneously filed by the IRS.
The IRS announced the new procedures in
IR-89-77.
Copies of the information release are available from the IRS by
calling 202/566-4054.

U.S. SUPREME COURT
A lower court ruling which would have narrowed the scope of the civil provisions of
the Racketeer Influenced and Corrupt Organizations Act (RICO) in business cases
was overturned by the Supreme Court in an opinion handed down 6/26/89. In 1970,
the Congress passed the RICO law which authorized private parties injured by a
’'pattern” of "racketeering activity" to sue for treble damages and attorneys'
fees.
While the law was aimed at those involved in organized crime, Congress
included not only crimes of violence, but also mail fraud, wire fraud, and
securities fraud in describing the kinds of "racketeering activity" covered by
the statute.
As a result, civil RICO has been transformed into a staple of
ordinary commercial litigation. In H.J, Inc, v. Northwestern Bell Telephone Co.,
the Supreme Court addressed the interpretation of the "pattern" requirement in
the RICO statute and unanimously rejected the Court of Appeals for the Eighth
Circuit's "pattern" standard, which required plaintiffs to prove that defendants
engaged in two or more criminal "schemes" to establish a "pattern" of
racketeering activity under the RICO statute.
The Supreme Court reiterated its
1985 opinion in Sedima v. Imrex that it is Congress, not the courts, that must
correct the abuse of the RICO statute. The H.J. Inc. opinion issued by the Court
stated, "RICO may be a poorly drafted statute; but rewriting it is a job for
Congress if it is so inclined, and not for this Court."
Legislation introduced in this Congress to amend the civil RICO law, H.R.
1046 and S. 438, is supported by the AICPA.
Three hearings on the measures have
been held in the House and Senate (see the 5/8/89, 6/12/89 and 6/19/89 Wash.
Rpts.).

SPECIAL:

PROVISIONS TO MODIFY SECTION 89 INCLUDED IN CHILD CARE LEGISLATION PASSED BY THE
SENATE

Language which would modify section 89 of the Internal Revenue Code is included in a
child care bill approved by the Senate 6/23/89. Finance Committee Chairman Lloyd
Bentsen's (D-TX) section 89 bill, as amended by the Finance Committee and full
Senate, was incorporated into the child care measure, S. 5. The new section 89
language in S . 5 includes the following provisions:
1) The non-discrimination
rules would not be imposed on firms with 20 or fewer employees until 1/1/91.
Large firms would have until 1/1/90 to comply with section 89; 2) The
qualification rules generally would not apply for any firms until three months
after the Treasury Department issues regulations, but not later than 1/1/91. For
firms with 20 or fewer employees, the delay could be as late as 1/1/92; 3) The

a
penalty (excise tax) for lack of compliance would be phased in from 10-34
percent; and 4) The definition of a highly compensated employee would be changed
so that persons owning 5 percent or more of a firm would not be classified as
highly compensated if they earned less than $30,000 a year.
Currently, section 89 sets mandatory non-discrimination rules for employers'
health plans which would deny tax benefits for plans which discriminate in favor
of highly compensated employees.
A series of complex tests is required of
employers to prove that their plans do not discriminate in favor of benefits for
higher-paid employees. Chairman Bentsen's provisions, now incorporated into S. 5,
replace the current section 89 non-discrimination rules with a simplified test
that employees could satisfy through plan design.

SPECIAL:

SENATE CONFIRMS GOLDBERG AS IRS COMMISSIONER

Fred T. Goldberg, Jr. was confirmed by the U.S. Senate as the Commissioner of the IRS
on 6/23/89. Mr. Goldberg presently is a partner with the law firm of Skadden,
Arps, Slate, Meagher, & Flom.
He served as Chief Counsel for the IRS from
1984-1986. Mr. Goldberg has also served as Assistant to the Commissioner of the
IRS and as Acting Director of the Legislation and Regulations Division in the
Office of the Chief Counsel for the IRS.
President Bush nominated Mr. Goldberg
to the position in May (see the 6/5/89 Wash. Rpt.). The Senate Finance Committee
approved the nomination 6/22/89.

For further information contact Shirley Twillman at 202/737-6600.
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